Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of )

)
Federal-State Joint Board ) CC Docket No. 96-45
On Umniversal Service )

)
Recommendations for Phasing Down )
Interim Hold-Harmless Provision )
To: The Common Carrier Bureau

COMMENTS
OF THE

UNITED STATES TELECOM ASSOCIATION

The United States Telecom Association (USTA)' hereby submits its comments on
the Federal-State Joint Board on Universal Service Recommended Decision? for phasing
down the interim hold-harmless provision of the universal service support mechanism for
non-rural carriers. These comments are filed in response to the Commission’s Public

Notice in the above-captioned proceeding

' The United States Telecom Association. formerly the United States Telephone Association. is
the nation’s oldest trade organization for the local exchange carrier industry. USTA represents more than
1200 telecommunications companies worldwide that provide a full array of voice. data and video services
over wireline and wireless networks. USTA members support the concept of universal service and are
leaders in the deplovment of advanced telecommunications capabilities to American and international
markets.

- Federal-State Joint Board on Universal Service. CC Docket No. 96-45. Recommended Decision,
FCC 0uJ-1. released June 30. 2000 (Recommendied Decision).

* Common Carrier Bureau Seeks Comment on Federal-State Joint Board on Universal Service
Recommendations for Phasing Down Interim Hold-Harmless Provision. Public Notice. DA 00-1536.
released July 11. 2000 (Notice).
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In comments® and reply comments filed before the Joint Board issued its
Recommended Decision, USTA urged the Joint Board to recommend to the Commission
that the hold-harmless provision for non-rural carriers be continued until a complete
calculation of the cost of universal service 1s accomplished, so the potential for rate shock
is eliminated and the states have had sufticient time to implement adequate intrastate
universal service funding. Specifically, USTA advocated that the Joint Board and the
Commission take all necessary steps to assure that hold-harmless high cost support for
non-rural carriers continues until it is no longer needed to keep local rates affordable,
since the current level of hold-harmless high cost support to non-rural carriers is being
used for that purpose. USTA also advocated that Long Term Support (LTS) for non-rural
carriers be retained until the Commission comprehensively addresses this program.

In addition. since the Commission’s forward-looking economic cost model® only
seeks to assure comparability in rates among states, USTA pointed out that the states
must identify the costs of providing local service within their borders and the different
sources of implicit subsidies that recover those costs. Many ot the states have not
implemented intrastate universal service mechanisms pending completion of the new
federal universal service plan, but will need to develop such universal service plans to
ensure that the federal plan does not result in rate shock or residential rates that are not
comparable between carriers within the state. Until that occurs, USTA concluded that the

current levels of support must be maintained through the federal hold-harmless provision.

" Comments of the Uruted States Telecom Association. filed December 1. 2000.
" Reply Comments of the United States Telecom Association. filed December 153, 2000,
" Smce the Eighth Circuit recently vacated and remanded the Commission’s TELRIC pricing rules

in Jeava £ils Bdov. FOC. No. 96-3321 (8% Cir. filed July 18, 2000, satisfactory resolution of the pricing
issues 1s extremely critical before hold-harmless support for non-rural carriers 1s finally determined.
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Since rural carriers will continue to receive federal high cost universal service
support through the existing mechanism until at least January 1. 2001. the states will have
difficulty in determining the avatlability of funds and therein developing intrastate plans.

In its Recommended Decision, the Joint Board advocated that LTS be maintained
under the current scheme until the Commission considers appropriate reforms for the
LTS program in connection with the pending proceedings for high-cost reform for rural
carriers and/or interstate access charge reform for rate-of-return carriers. The Joint Board
also recommended that the balance of interim hold-harmless support. excluding LTS, be
phased down by utilizing $1.00 reductions in average monthly. per-line support,
beginning January |, 2001 Finally, the Joint Board recommended against phasing down
any interim hold-harmless support that 1s transferred to a rural carrier when it acquires
exchanges from a non-rural carrier.

The Recommended Decision 1s based on concerns over sudden adverse impacts on
customers, both rural and non-rural, and carners, and the need for a nondisruptive
transition. The Joint Board recommendations are based on achieving those objectives.
They are generally consistent with USTA"s comments. Therefore, USTA generally
supports the Recommended Decision and urges the Commission to adopt the
recommendations contained therein.

In conclusion. USTA urges the Commission to continue the hold-harmless

provision for non-rural carriers until the Long Term Support mechanism is addressed, the
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rural universal service plan 1s adopted, and the states have had sufficient time to

implement adequate intrastate universal service funding.

Respectfully submitted.

UNITED STATES TELECOM ASSOCIATION

By m/ \/M\/

——
f1is Attorneys: “awrence E. Sarjeant
Linda L. Kent
Keith Townsend
John W. Hunter
Julie E. Rones

1401 H Street, N.'W.
Suite 600

Washington, D.C. 20005
(202) 326-7375

August 14, 2000
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